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home product, is approximately regulated by its supply
schedule in terms of money in our market. The question
whether a higher rate of tax should be imposed on the im-
ported product than on the home product turns, therefore,
on the question whether the imported supply in this sense
or the home-made supply is the less elastic. In certain cases
there can be no doubt that the imported supply will be the
less elastic. When there is a surplus in some foreign country
of a commodity for which England is the only available large
market, it will pay the foreign manufacturer to accept what
price he can get, and the amount he offers will scarcely be
altered by (moderate) variations in the price obtainable. Special
duties upon imports of this character, if they could be worked
in practice, would, therefore, from a purely national point of
view, be an excellent means of raising revenue. The case of
ordinary foreign goods imported in ordinary circumstances is,
however, different. Here the presumption is that the domestic
supply is the less elastic of the two. For, presuming, as, in
the absence of special knowledge, is reasonable, that the
elasticity of production is the same at home and abroad, the
elasticity of the home supply will be equal to, but that of
the foreign supply to out market will be greater than this. The
reason is that a given rise of price in England will increase
the proportion of the foreign production that comes to us as
well as the aggregate amount of that production.1 It follows
that, in the absence of special knowledge, there is a pre-
sumption— of course when we have special knowledge the
presumption may be overthrown — in favour of taxing im-
ports at a lower rate than competing home products. There is
certainly no presumption in favour of the opposite and more
popular form of differentiation. This result is subject to the
condition that no significant contribution to our revenue can
be obtained from foreigners in general; a proviso the validity
of which will, as was said above, be considered in Chapter XXII.
1 Let A be the foreign production and D the foreign consumption. Let
e be the elasticity of production, both in England and abroad, and 07 the
elasticity of the foreign demand. Then, for a one per cent rise of price in
the English market the foreign import rises irom (A+D) by {eA -^B} times
one per cent. Therefore the elasticity of the foreign supply to our market is
equal to      ""

